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A study assessed the potential development of service 
sectors in different cities throughout the country and compared the 
results of growth in these and other sectors with respect to their 
effects on . (1) total employment; (2) the geographic dispersion of 
metropolitan employment;, (,3) central' city fiscal capacity; (4) 
metropolitan cyclical stability; and (5) minority business , 
opportunities and local labor markets.. During the study, researchers 
examined the distribution of jobs by sector and type of labor and 
used census data to assess the quality of jobs provided by different 
sectors. v Based on this/ examination, researchers concluded that 
service sector growth /is no panacea for the problems of cijties. The 
survey data indicated that conventional rules of thumb such as the 
one statingi.thaY the/ medical and health services sector's hire • larger 
numbers of minority/group members than dv the average sector in any 
given city simply do not hold true upon actual research. Therefore, 



city planners who /f requeritly make use of such rules of thumb should 
be cautioned that/ no good substitute exists for city-^speci f ic 
analysis of how Sectoral development strategies- will reduc.e 
structural unemployment. Furthermore, the results, of this study V 
indicate that while some service sectors do seem, t4 offer more x 
opportunities /for upward mobility than do areas such as durable goods 
manufacturing^ others of fer few 'or none. (This technical report 
includes 12 tables detailing the distribution of labor types and 
employee educational levels across cities and sectors.) . (MN) 
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Preface 



This Note was prepared for the Office of Policy Development and. 
Research, U.S. Department of Housing and 'Durban Development . It is part 



of a series of Rand publications on tjie causes- and consequences of v 
expanded service emplb^ment in metropolitan 1 economies that includes:" ^ - 
Anthony H. v 'Pascal and Aakon S. Gurwitz, Systematic Planning for Local 
Economic Development , , R-2932-HUD , forthcoming; Anthony H. Pascal and 
William McNaught, Urban Economic Development Thir6ugh Service Sector 
Expansion : Executive Summary , R-2828-HUD, forthcoming; Aaron S. . , 
Gurwitz, The Service Sector in Urban Revitalization V Sectoral 
Composition , Employment Dens ity Gradients , and Cent raH City Fisx:ail * , r 
' Capacity , R-2817-HUD, June 198$; Anthony H. Pascal and William McNaug4v,. 
The /Service Sector in the Metropolitan Sconomy ; Process of 

Specialization and Its Effects ' on Aggregate Employment ^ B-2827-*HUD , 
forthcoming; and Richard H.. Victor, The Service Sector and Local Area 
Employment Cycles forthcWiing. 

• ' " v \ 

This Note was prepared under HUD^Contract No. H72930, Task 4 
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SUMMARY . • _ t 

This Note is one of a, series of technical papers on the role of the 
\ * . - . /. . \, . : '. 1 : ; ' . ' 

service sectoV in urban reyitalization, sponsored by the Department of 

* ■ • ■*■ . ^ . \ * 

Housing and l^rban Development. The overall objective of the project was 

to assess , the potential development of. service sectors in diff^rfent 

cities, and to compare tUe results ; of growth in/these and .'other sectors 

across several dimensions. of metropolitan welfare. The effects^a^ . >■ 

Servix^e sector growth that were analyzed under this project include: 

effects\>ri- total employment (multiplier effects); on the geographic 

dispersiW of metropolitan Employment; on central city fiscal capacity; 

on metropolitan cyclical' stability; and on minority business 

. ( ' " ■ ' ' ' 

opportunities and effects on local labor markets. Here we present our 

findings on this last topic. i ,. * 

In particular, we are N concerned with labor market effects: .which 

sectors are more likely to contribute to a lowering of long-term 

/ . . ' • . . 

structural unemplpyrtfeflt and the quality of jobs', (as measured by wages 

and potential for earnings growth)' in different sectors. Both of these 

effects are important in assessing the potential of different urban 

development policies. • / 

We examined the distribution of jobs by sector and type pf labor to 

develop some general rules of thumb about which sectors would be more 

likely to offer jobs to groups that tend to have high rates of 

unemployment (young, minorities, poorly educated)y /The main message 

that emerges from the analysis is that there are few reliable % . ; 

guideliftes. In choosing sectoral strategies for urban revitfclization,/ 



there seems to be % no substitute for city or project-specific data either 
from the 1980 census public-use sample or' from specific local' surveys of 
group employment by sector , 

Census data were analyzed to assess, the quality of jobs provided by 
different sectors ./ While ~ofcie group of sectors (business services, 



communications, construction, fire and health services, durable goods ■. 
manufacturing paid signif iiant ly higher wages than another group v • 
(cultural se^ices, hotels , sales , recreation iiVonn^rable goods 
manufacturing) v we found no significant differences in wages within 
these, two groups. ' An *a^a lysis of the upward mobility potential of 
different sectors suggests significant differences among sectors: some 

_J A 

sectors do offer jobs with upward occupational mobility, while others 
do not. ;1 

Our overall finding is that although ^service, sector growth is no 

c • ' 

panacea for the problems of urban labor markets some service sectors 

can Avorably affect employment opportunities, 

'/ ' - 
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I. INTRODUCTION ^ 
. * 



' Urban development policies have several, objectives with respect to 

\ , » r , • : 

local labor markets. The total number of jobs created by an urban 

project i^ dertainly important. This total job creation effect , as 

measured by\ the employment multiplier, is discussed elsewhere (Pascal „ * 

\ \ - 

• and Gurwitz, forthcoming). This Note focuses on more detafled labor 

\ . • 

market effects^, Different urban development policies can have various- 

* v J 
effects on the local rate of long-term structural unemployment 



because certain sectors are more likely to hire employees from that 
' group. . Because youVhs , minorities, and the poorly educated" are more 
likely to be unemployed than other groups , we wanted to find out which, 



if any, of the service^sectors were most likely to hire members of those 

* \ • • 

groups. \ 

\ 

Second, the quality of jobs is important. Two measures that 
certainly otight ito be include^ in any account irig , of job quality are. 
wages and potenti^vl for r earnirrgs growth ^ This 1 Note examines t,he degree 
to wKich the jobs in different sectors vary along these two dimensions. 

Section II of this Note discusses our findings with respect to tho 

• distribution of Jobs by sector^&nd by typo of labor. *Wo conclude that 
little is known about the, typo of labor ^nd the percentage of laborers 
that sectors hiro t . Section lit compares two dimensions of job quality 

* across sectors. Wo find that average wages' differ significant lj| across 
sectors, oven whon differences in skill, training, . and education are 

* takon into account. The question of whether sectors differ in the 

\ 4 \ 

♦ degree to which thoy provide opportunities for earnings growth is not 



3- ■ 



answered as definitively. We find some evidence of systematic 
differences .among sectors in this regard, but our analysis cannot be 
considered conclusive. 



V 
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Ii. DISTRIBUTION OP JOBS BY SECTOR AND TYPE OF LABOR 



OBJECTIVES AND METHODOLOGY > 

Our objective in this section was to search for and test some rules 
of thumb to compare the percentage of the st ructucal ly unemployed hired 
by different service sectors. An example of such a rule of thumb (one 
tnat * s not supported by the data) is that the medical and healtii 
serv icos^sector hires larger numbers of minority group members (in low- 
skilled occupations) than do«»s the average sector in any given city. 
Planners who use these rules might pdint to their efforts to enhance 

> . • * f 

growth in this Sector when challenged to show what they have done for 

. . ■ v 

minority communities. 1 

Rules o§ thumb are generally not considered reliable guides for 
systematic urban planning, but they are often all a policymaker can rely 
on when developing a program that* serves a wide variety of local 
interests. Unfortunately, the data indicate that there are very* few 
reliable rules of thumb in this area* and, indeed, that, some of the older' 
ruler, do not apply. Iti general* therefore, we conclude that there is no 
good substitute? for c i ty-spnd ( i c analysis of ftow sectoral development 
strategies will reduce structural unemployment. 

The data do, however, reveal several somewhat surprising 
generalities, For e\,imple, we find that the durable goods mauufactur Jug 
sector oys more blacks than other sectors that have tradit tonal ly 
been associated with minority group employment. 



investigate this issue , we tested a set less of. hypotheses of the 
following form: 



U 



H , : The expected value of the proportion of 
^ total employment in sector i accounted for 

by labor force group J in city k is identical 
to the proportion of group j in the entire 
labor force of cities of typo k. 



Data for 'these tests came from the 1970 Census Public -L'sa S am£l e , 
From that sample we selected persons who had been employed *0 week's or 
more in Those data were cross-tabulated by standard metropolitan 

statistical area (SMSA), sector or industry (eight), and labor force . 
group»(12). The cell totals from this cross tabulation wad* up the 
observations for our hypothesis test. The hypothesis became: 

S v. 

H 0JJk : « I (Kj/E) - (K^))'* 0. (1) 



whore K, the work force in a city of type J, 

J j 

E « total employment in that i t y * 



Ej ■ employm*nt, in sector i, 
c * the expectation operator. 



fc 

The hypothesis 1-? tested 'separately for different gtotip£ of citie? 
A rule of thumb can he confidently accepted if we can reject H^j^ *** 



the same direct ion for all gr'uupa Of cities. 



f 



4 , The sectors dnd labor types* we/treated were: - 



Sectors 



v • 



A, 
B. 
C. 

D. 
E. 
F. 

G. 
H. 
I. 



Business • services ! 
Leisure services \ . * / 
. Construction . \ 
Durable ^oods manufacturing 
Finanpe, insurance, and real estate -1 
Health services 

Nondurable goods manufacturing 
Retail and. wholesale sales 

Work Eorce Groups 

Blacks/under 25/no high school diploma 
Blacks/under 25/high school diploma 
Blacks/under 25/college graduate 

Blacks/over 25/no high school diploma 
Blacks/over 25/high school diploma 
Blacks/over 25/college graduate 

Whites/under 25yno high school diploma 
Whites/upder 25/high school diploma 
Whites/under 25/college graduate * 



j. Whites/over 25/no high school diploma 
K. Whites/over 25/l^igh school diploma 
L. Whitfcs/over 25/college graduate 



City Types 

Large (total SMSA population greater 

than about 650,000) 
Small 

High unemployment (1970 unemployment 

rate greater than 3.9%) 
Low unemployment j 
Northeast-North Central I 
Southeast-West * 



The test results of these hypotheses' are presented in Append/ix 
tables. Data in these tables suggest two useful findings. First, we 
see Ithat the data support few rules of thumb if the^e are d^firfed as a 
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pattern of hiring a larger proportion of a specific typ^^f labor than 
is; found in^the total employed wro'rft force in at least six *but bf seven 
subsamples • Such rules of thumb are ^especially scarce with respect to \ • 
tfte labor groups most likely to be unemployed: youths, the poorly 
Educated, and black* (groups A,» B,'D, E, G and I). Our analysis, 
/however , , does not determine whether the lack of consistent hiring | 
patterns among the service sector for- these grqups reflects labor mar^/t 



/ 



behavior or the relatiyely small sample sizes for these groups (e,g., 

blacks under 25 years of age u/oth a college degree). 

* "A * 

Second, some of the commonly accepted rules of thumb that have 

7 , f' 

guided urban development planners are definitely not supported by these 
data/ We did not find that the health and leisure services sectors, 
which are often considered especially helpful in minority communities 
with high unemployment rates, do not appear to hire consistently higher/ 
proportions of Workers most likely to be structurally unemployed. It/ 

may be that certain subsectors of these broadly defined industry groups 

■ • . . . - / 

for example, the hospital sector or the hotel sector—do employe/large 

proportions of minority groups. However, when we take into account the 

likelihood that the hospital sector canftot grow without a corresponding 

growth throughout the health services sector, we see that/development 

\ . ■■■ ■. , 1 r* . / ■ 

' strategies focusing on these industry groups alone may^Sript lead to 
greater employment among minorities. 

Another general pattern that emerges has. no clfear implications for 
development planning, but is, interesting in its own right. In all 

cities, the retail and wholesale -sectors , taken together , employ larger 

■ /• ■ 

proportions of white workers than are represented in the work force as a 
whole, except*,for those who are older and hold a college degree (where 




the* proportion is 'smaller). Finally, we *sec that with a- few scattered 



exceptions, we cannot reject the null hypbthesis that the proportion of 

all black workers ^employed in these sectors is identical to the 

. * 

proportion of* such workers in cities, This finding is curious, but 
because sales sectors tend to follow rather than lead urban economic 
development, it is also not really pertinent to the task at hand* 

Ruleg of thumb that are substantiated by the data on employment of 
groups most likely to be structurally unemployed are as follows: , 



Labor Type 
Young/black/HS grad 



Sectors Hiring 
Relatively Large 
Proportions 



Old/black/not HS grad Construction 



01c(/black/HS grad 



Young/white/not HS grad Nondurable manu- 
facturing 
Sales 

Old/white/ndt HS grad Construction 

Durable manufac- 

turing 
Nondurable, manu- 
' facturing 
Sales 

v 



Sectors Hiring 
Relatively Small 
Proportions 

Business Services 
Cons trtfct ion 
Finance, Insurance, 
and Real Estate 

• 

Finance , Insurance , , 
and Real Estate 



Business Services 
Construction 



■ ■ v 



Fiance , Insurance, 

and Real Estate 
Health Services 

Leisure Services 
Finance , Insurance, 

and Real Estate 
Health Services 



i 



No clear , ^positive message for urban planners emerges from this 
breakdown of employment patterns among sectors. The data do not 
indicate which industries are likely to contribute most to reducing 
unemployment among black workers; The construction industry appears to 
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employ fairly Harge proportions of, older bldcjt woffeors- without high . 

, "'.*»•' " ' ' 
school diplomas 'Cprobably as laborors) 1 , but growth in this^soctor also 

" .s , H • .... . / 

appoars~to provide less-than-proportional help to othor black workers . 

The main message of this analysis is that different sector's 
t 

employment patterns reflecting the proportion of the different types of 
workers hired arc not especially pertinent .to the task facing urban 
•^development plarlners. Our main finding therefore, is negative. In 
choosing sectoral strategies for urban revitalization, there is no 
substitute for city-, or better yet, project-specific datd on the 
proportion of newly created jobs likely to go to groups most likely to 
be structurally unemployed. City-specific data on the proportion of 
work force groups employed by different sectors will be available for 
most of the larger U.S. cities once the 1980 Census Public Use Sample 
becomes available. Until then, planners will have to rel^ on 1970 
census figures. Those" planning the development of smaller cities or 
other geographical divisions may have to rely on specific local surveys 
of group empjjpyment by sector. 



0 ' 



III'. TWO^DIMENSiONS OF JOB QUALITY w"„ 



As mention^ ift the introduction to this Not q, increasing the v 



r 

number of Jobs and ensuring their distribution, among the labor- force are 

* • , 

not the only urban development objectives for local labbr markets . 

Planners and their constituents try to create "good" Jobs--Jobs that pay 

well, provide stable employment , and are associated with rewarding 

careers . Concern with the quality of jobs created' by development 

projects is most evident in the area of service-sector development 

strategies, especially in response to' proposals for hotel development. 

Representatives of minority communitdes . charge $fet Jobs in some service 

• sectors are notoriously unstable, ' demeaning, and dead-end. In this 

section, we examine som'^ of these charges^isy analyzing two dimensions of % 

job quality across sectors,: wages and opportunities for occupational 

mobility. 

* * 
WAGE DIFFERENCES ACROSS SECTORS 

Wages vary for a numfcer of reasons: dif f erences *in education and 

skills, differences between markets for various occupations, and 

* . 

differences between sectors. The origins of these differences, 
especially systematic occupational and sectoral differences, are not 
clear. It is not our purpose here to examine those origins but to 
: demonstrate that, there are, indeed, systematic differences in wages by 
sector, -even when differences in mean work force characteristics and 
.occupational mix across^ sectors are accounted for. In other words, the 

null hypothesis being tested here is that individuals sharing identical 

* > ' • ■ ' 

characteristics and employed in identical occupations will be paid the 

✓ . • , '« 

same wage regardless of* sefctor. , ' 

• ' • 17 . ' . . - 



Of course, tho reliability with which wo can tost this hypothesis 
dopbnHs on how procisoly wo* con dofino occupatfbns and measure an 
individual's characteristics. This precision, in turn, depones on the 
richnoss of our data sot. , Wo havo boon able to measdre human capital 
with a* dogroo of completeness that is fairly typical of tho litorajturo 
on labor oconomics. That is, wo havo boon able to account for such . 
factors as ago, sox, race, and yoprs of education. The precision with 
which occupations aro distinguished depends on how' precise the 
occupational categories aro of tho U.S. census and how.those categories 
aggregate in our data sot. We havo included 35 occupational categories 
in our analysis, a substantial number but still somewhat imprecise. 
This means that our findings assume that a "miscellaneous clerical 
worker" is performing essentially the same job whether he is employed in 
the hotel sector or the durable goods manufacturing sector. 

We havo^tested our hypothesis by estimating an earnings equatibn 

• * 

based on data from the 1970 Census Public ' Use Sample . The human capital 
variables included are all based on a well-established literature. The 
results are reported in Table 1. 

These regression results indicate that our findings are probably 
•reliable. The coefficients on human capital conform to our 
expectations [ 1] and, for the most part, the occupational terms make 
sense. The few exceptions probably reflect some misaggregation of 
occupational categories (e.g., when "skilled 11 laborers do not appear to 
earn significantly more than "unskilled" laborers). It is not our main 

[1] The negative coefficient on the education term, when combined 
with the positivo coofficient on the education-squared term, results in 
*a positive return to schooling over the range of values. 

" 4" ' 
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Table 1 * <} . 

WAGE DIFFERENCES BY SECTOR, WORKER CHARACTERISTICS, 
- . AND OCCUPATION HELD CONSTANT 



Variable 



Coefficient 



V, 

J*- 



t 



Soctor: 

Businoss services 
Communications 
Construction 
Cultural services 

Finance , insurance , and real estate' 
Health 
Hotels 

Nondurable manufacturing 
Recreation 
. Retail sales 
Wholesale sales 



u 




Human capital : 
Age 

Age squared 

Education t 
Education squared 
'Female 

Black 
Intercept 

Occupations: 
Engineers 
Accountants 
Scientists, professors 
Artists, writers 
Miscellaneous managers 
Junior managers 
Senior managers 
Salesmen 
Tellers, clerks 
Technicians 
Nurses , 
Secretar ies s ' t 
Office machinery operators 
Miscellaneous clerical 
Machinists 
Mechanics 

Construction trades 



2.85** 
-0.027^ 
-5.83 b 
• 0.38° 
-35.34? 
-4.00 b 
35 '.78* 



24. 


83 c 


3. 


.87 


47. 


,12 C 


31. 


65 C 


44, 


K 


12, 


• 82 b 


16, 


• 89 b 


27, 


.07 b 


-8.58 


-9 


.01 


-14 


.61 9 


-0 


.46 


-7 


.51 


-3 


.68 


-6 


.71 


-2 


.35 


2 


.40 
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/ , / ' ' '-Table 1» -continued 



Variable 




Occupations (contd.)i \ 
* / ^ Metal workers 

'''jfj'rW Miscellaneous crafts 
' fri0: -' Neatiie trades 
-*y\¥M&- /Miscellaneous trades 
Assemblers * 
Installers v 
Packers 

Machinery operators 
, Garage workers 
Other. operAtors N 
Skilled operators 

Transportation equipment operators 
Laborers 

Skilled laborers 
Unski 1 led laborers 
Protective* service work 



MM' 



Coefficient 



2.30 

-3.56. 
-15. IV 
-14.50 
-14.69 

-7.28 
-16.50 
-10.85 

-4.04 
-15.32 

15.62 
-10.61 
-11.36 

-9.38 
1.65 
-29.65 

\— 



NOTE: Samplo B i2e N=3011; R squared => 0.2972. I 
^Significant at the 10 percent levol. 



Significant at the 5 percent level. 
^Significant at the 1 percent level. 



c 

lrpose to examine 



purpose to examine occupational differences in earnings; therefore, 
since the overall pattern of occupational differentials makes sense, and 
because the few anomalies are unlikely to bias our estimates of sectoral 
effects, we do not consider those differences a major problem. 

Coefficients oh the sectoral terms allow us to divide the industries 
listed into two groups: those that do and those that do not pay^wages 
insignificantly different from wages paid to porkers with identical 
characteristics and occupations in^ the durable goods manufacturing 
sector. These relatively high-paying sectors are business services, 
communications, finance, insurance, and real estate, and health 
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serviced. A second group of sectors pays wages significantly leas than * 
those paid to workers who perform the same tasks in durable goods /* 



tifktuufacturiug, The** Are cultural serviette (e.g., education, museums , 

member ship organisations, etc. ), hotels, nondurable manufacturing! * 
4 



recreation, , retail sale?* , arid wholesale salesT M 

Thir» finding is useful if only to toake development planners 
consider carefully before they adopt a strategy that involves major 
expansion of sectors in that second group. This is not to suggest that 
those sebtors be excluded from development plans. They may offer 
substantial benefits not discussed in this analy&ia (e.g., they may 
generate substantial local tax revenues or have , a high multiplier)* ' 
Further, this average result for highly aggregated sectors ancf 
controlling for highly aggregated occupational categories should not be 
soon as definitive for any proposed project in any givdfV-city. Some 
subsectors within, say, the cultural services industry may provide a 
large number of high-paying jpbs. A large number of "salesmen 11 in a 
certain subsector may be among the lowest skilled, members of that 
occupational category. However, those advocating a strategy that 
involves notels and cultural services along with a retail plaza for a 
downtown area should be asked to provide evidence that their approach 
will not simply generate some number of relatively low-paying jobs. 
Those advocating a strategy built around durable goods manufacturing and 
business services, on the other hand, need not be so strongly challenged 
on this particular point, because these latter industries tend to pay 
higher wages . 
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SECTORAL niFFEHKNCKB IN OCCUPATIONAL MOBILITY 

Individuals may be willing to accept Jobs that pay lews* wages lh*A 
they might otherwise r«cafiH«i ?Kp»qtiuK that theywill laad to higher 
paying" positions the future- A second dimension of job quality that 
must be accounted tor In development planning U the potential for 
growth in earnings associated with certain kinds'^ employment. x It is,, 
difficult to analyse earnings growth without ,t racking individuals' wage* 
over time. Further, assessing the effects different sectors have on 
earnings growth of populations that are of most concern to urban 
planners, would require a large sample of observations, For these 
reasons we can only present evidence that is suggestive, but far from 
conclusive, on these issues. • ■ 

We begin by observing that earning growth can have three 
components ; 

o Increases in productivity associated with experience on a 

specific Job in a specific sector, 
o A switch to a better paying job. 
o A switch to a better paying sector. 

The earnings history of any individual is usually characterized by 

parts of each of these components of earnings growth. Ann Bartel (1980) 

jf L 

has analyzed part of the problem by pointing out that a large proportion 
of total earnings growth (corrected for increases in productivity 
experienced by the nation's work force as a whole) is associated with 
changing jobs. Bartel. however, did 'not distinguish between the effects 
of change* in occupation and those of change in sector of employment,. We 




have evidence tjiat indicate* substantial differences in earnings 'across 

'""\ * , * \ 

sectors even when we control for. worker skilhand occupation^ 

* ' .% 

different*** Thi*> evi*lejM*« bug^tsgi* that #t least part, of the\ intecjob 

* * ' ' ■ - - r * C : < ^ - A 

earnings growth Itortel reports U asfcoimted for by changes, in Sector, of 
employment . 

We analyse sectoral di f f erenjcajf in two w/ys . First we compare th* 

* * J \ 

di*gre« 10 which different seeto{& provide opportunities for job changes 
to other Hectors, Furthermore, because we have already observed that\ 
there are two groups of Mictors*nlio«e that /pay identical- individuals 
much a* the durable good* manufactur ing sector and those that don't-* 
we will compare the degree to which the lower paying sectors provide 
opportunities to shift to job* in the higher paying sectors. Second, we 
will compare the degree to which different sectors provide opportunities 
for occupational shift* either within the sector or across lectors* Wo 
assume that a downward shift in occupational status is unlikely and, 
therefore, that differences in sectors on this dimension indicate 
sectoral differences in the amount of upward (or, at least, horizontal) 
occupational mobility thoy offer. 

The data for those ^analyses aro also drawn from the 1970 Census 
PabHc Use Sample . This data set contains informat ion 'for individuals 
according to their sector of employment and occupation in 1964 and 1969. 
In the first instance, wo cross-tabulated by sector of employment in 
1964 and 1969 and used the information generated by the cross tabulation 
to test a series of hypotheses on the • fol lowing order: 
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HO; The probability of thiftittg f rp* Rector i la a higher 
laying sector between 1964 and 19<J g J, it-uqtul *° the 
probability of '*M fting in a hither paying **et«*r fr**a 

^ I . the nondurable |H4imf4C|U| b«4C|or t»*tV*«M 19g* and 

1969, . ■ 



The "higher paying sectors 14 are those that do not |i#y signif lean* ly 
different wages to workers performing identical * a*ks* x f torn those paid t*i 



the ^urable goods manufacturing sector, Then we const rueted a duwy 
variable that took the value of one if the individual was employed in 
different occupations in 1964 and 1969, We eross*tabulated this du**ay 
variable with 1964 sector of employment and tested a series of r 
hypotheses on the following order: 

HO: The probability of changing occupations between 1964 
and 1949, given that the individual was employed in 
sector i in 1964, is etpial to the probability of 
changing occupations between 19^« And. 1969, given that 
the individual was employed in durable goods manufae* 
turing in 1964, 

The sample proportions and sample sizes on which the tests of leasts 
hypotheses were based, along with an indication of whether the null 
hypothesis was rejected, are presented in Table 2. 

The most striking conclusion suggested but by no means confirmed by 
the statistics presented in Tabic 2 is the uniformity in the degrees to 
which different sectors provide opportunities for career mobility. First 
we see little mobility across sectors, at least over a five-year period. 
Only about 10 percent of a sector ' s employees , on average, shift to another 
sector, compared with the roughly 20 to 30 percent of employees who changa 
occupations within the same period of time. This suggests, in turn, 
that shifts across sectors are a less important source of earnings 
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CAREER MOBILITY: 



SECTORAL Ami OCCUfATlOHAL JOJl CltANO^ii 



const | yt: | ion # 

cu*i mr *i service* 

Finance, insurance, 4**4 

I04J etU4*e 
Health fcfrrVit'e* 

IMeU 

Nondurable mm\kt aciuung 
Retreat tun 
Retail sale* 

Wholesale sales 



Nut t S* 55 Not applicable. 



Percentage 
lit liulier 


Having ghaitgM 
o<«ri*pai ioc** 




H * 
H 

H 

Or," 
S 


US 9 


1? 
5 so 


N 
N 

\i 

.u / • 

or," 


. HO* A 

, ?3 


B6 

24 
93 



tfcilcsvattl null hypothesis rejected at fbe S pefcettt level. 



growth than o*.cuj>ai u>nal < hang** , unless, of *our«e # factors! 

shifts generate substantially larger turning* jmsps than occupst ional 

changes , * 

Second, there 4fo significant differences aero** sector* in the 
degree to which they offer opportunities for mobility. Job* in the 
cultural service* and wholesale sales sectors are associated with 
s igniVjcant ly less, likelihood of a nhift to one of the higher payln* 
sectors than a job in nondurable goods manufacturing or retail sales, 
which are »ore likely to offer sUch opportunities. Furthermore; even 
though they dcynot confirm that soae service sector* offer fewer 
opportunities for occupational mobility than at least part of the 
manufacturing sector* the data are consistent with that assertion. Ve 



f . ' 

**e iU*i *h* ^M^tief Mf »*p )<*¥*«* in M*« haiwU, ****** 44Ut« #n4 

tu|lu*at *et*rl*e* *e*:t«r* 4M ^^uUhWUv U*± cti4«** 

* uj«al i^f\a MV*M 0 f**fc*y*<M p*M***4 lt*4lV MtyttfjJr*** vf i~t»«* ,4m "4**l* ^^4» 

to^uur 4^|uHhm iajMSifv ttavav*? » v*< #l*(r *Mf th* flO*i4ur*Vl* 
a 

U< * t*|*4^ )' Mid) 1)' 4 wci *ce I lidt # *V«H I htfMgh sculu^ 4t* 

d^ikMU4 With 4 5. igtfif M aiU |y Mftfc*f H^MlH) «l iH vU|*4| ^4 1 
il^^ifgr 4M*s £^*>4 a *4ftUt 4^ * * iK* ta^imJe of lh» V 

J % hhinj J4 U ( cc^haa 14*4, hti*eV4f 4 ^4i hi»M of lue*» CTOIC )u*f£<1* 
3hout4 < .mU.tct c*j r|ii4l ) U*t , V* A>of kin.* *he*h*M fti^fee Qf lh<3|« 

'Wt«il icy* 4 4 1 f f«f -aniea 4i«5 4U«4Uy tltfl BfcfU vtf 4*H*f«*n* w*Hk*t 

thai it let is*! U.8k 41*4 tUcujMt |Oh4} Hi jPr feO£k |ult^ Of 4i f f »f e*>t 

aeaofs U »*y for **4»f'}** fh« 44 tow*f aoMtity |«»l**»t l*l a * *>f 

th* hotol »?<Lto« r»4tly r*ft**;t* the m#m *if4in»*nt *>* 

eaptoye«& |n that Hector r*lh»r than any <har4vier UUc of the Job* $n 
t!i4i *c*.tor., M»*$4fty, a substantial $>rop<irtion of aluft* to higher 
plying *wtiuf* 4*on£ r*iai I >y«*e* «*y tak* *»un* the 

higher paid 0<Xop4t U»«4l &lf4l4 ifi that fetsc\r 5ecOf*4 a the data 4* 
pro>t?rit *d d« not inguiah between *e,aot;*i and «h« A*p4t ion* 1 ahifta 

.taon* different Rtou}n of employee*, l*r«u«4M>\ development planner* 
are ecirc int*re*t«*d in providing upward «<jH 1 i ty *n4 earning* growth for 
it»o*e at ih» Unto* of the intoee d**t f ftn*t ion . ^fcecauat* w«» do noi knov 
how ttuch of th* "mobility" i« »«ch 4«?ttof i* ac^eantH for by which 
i;roup of ccsployr«?& % wc do nol know which ^ctciof » provide lh« «»o^l 
oobility for the j;roup* of &r***l*M concern. Our aii*«pi* to analyze 
mobility for Specific subsnusple^ of «fsployet*i indicated that the »aeplc 
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sizes for certain Crucial sectors (.particularly hotels and health 
services) were too small to generate usable. results . 

.What, then, may be concluded from our preliminary analysis of 
sectoral differences in occupational mobility? First, we can be certain 
that differences in mobility across sectors fl ,clo exist. Thpse differences 
may reflect something about the kinds of jobs different sectors provide 
or about the kinds of people who filT thoTe^^obSV However, recall that 
with the exception^ of nondurable goods manufacturing, we were unable to 
reject the null hypothesis that any of the low-paying, low-mobility 
sectors consistently employed a higher proportion of the groups most 
likely to be structurally unemployed that weW~Tepresented in a city's 
work force as a whole. This in tUrn suggests that differences in 
mobility may not be entirely explained by differences- in the composition 
of the work, force. 

Obviously, this argument has«.many loose ends . We were not able, 
for example, to determine whether the hotel subs^ctor of the leisure 
services sector systematically hires iarge*r proportions of .young, black, 
and poorly educated labor fgfee participants. The argument does, 
however, point to systematic difference's in* the mobility dimension of 
•job quality across sectors . Furthermore,*' these dif ferences appear to 



support some contentions made by opponents of service sector strategies 
for urban development. \ 

; ..... •>-• • •.. ■ /. • . '•■ . 

Second, we can tentatively conclude that there are substantial 
differences among industries in both the service and manufacturing 
sectors. The. health seryipes sector, for example, appears t? perform 

...*-*■•*■ ' . 

relatively well oh one of our mobility criteria, while nondurable goods t 
manufacturing performs«*relatively poorly. : \ v 



Finally, and mo$t certainly,^ we can conclude that intersectoral 
differences in opportunities for mobility are potentially very important 
considerations for urban development planning; that they cannot be 
definitively analyzed , without relying on a large, longitudinal data 
base; and that given the controversy these issues generate, analyzing 
those data should be a high priority task, jA* , 
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IV. CONCLUSIONS 



Our overall objective in this Note was to analyze the contribution 
of service sectors to three general objectives of urban development 
policy. Because our objective was not to develop refined or highly 
rigorous models of each relationship und^£ examination, our conclusions 
must be tentative. Our analysis of census data does, however, suggest 
a number of conclusions that could improve development plann^Jp at the 
local level and evaluation of that 'panning at the federal level. 

We first examined the degree to which different sectors hired 
larger numbers of groups most likely to be structurally unemployed. To 
date, most planners appear to have relied on rules of thumb to make 
those determinations. We found that 1970 census data tend not to 
support these rules of thumb. For example, neither the health services 
nor the hotel industry appear to hire larger proportions of black, 
young, or poorly educated workers than are present in the labor force as 
a whole. 

Statistics presented in this Note reflect average conditions in 
groups of cities. Our findings can be interpreted to indicate that most 
cities are not like the average and that therefore there are no useful, 
universally applicable rules of thumb with respect to which sectors 
absorb most of the structurally unemployed. We suggest, therefore, that 
planners analyze sample-count census data for their own cities to ^ 
determine which sectors hire the largest proportions of those most 
likely to be structurally unemployed. 



In Section III, wo analyzed census data to assess the quality of 
Jobs providod by difforont sectors. The data pointed to differences in 
wages paid by difforont sectors to individuals in jobs as similar as the 
available data could indicate. One group of sectors paid significantly 

higher wages than , a second group of ■ sectors .[ 1 ] No significant 

f " ! 

difference was found in wages paid workers who performed identi.cal tasks 
Withirj^these two groups of sectors. 

We also made a preliminary attempt to identify differences in 
opportunities for upward mobility offered by different sectors. The 
data presented are only exploratory because the test we propose does not 
control for nonsectoral determinants of mobility and does not 
distinguish between mobility for those at the top and bottom ranks of 
occupational status. The data do, however, suggest significant 
differences in occupational mobility associated with employment in 

different sectors Some service sectors do seem to offer more 

i 

opportunities for mobility than, say, durable goods manufacturing. 

i " ■ - ... 

Others offer few or none. 

In summary, however, we conclude that service sector growth is no 
panacea for the problems of cities. 

[1] Business services, communication, construction, durable goods 
manufacturing, finance, insurance, and real estate, and health services 
paid higher wages than cultural services, hotels, nondurable goods 
manufacturing, recreation, retail sales, and whqlesale sales. 
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APPENDIX 

Each woll in those tables represents a specific type of labor in a 
specif ic^ype of city in each sector wo examined. A H +" in a coll 
indicates that the hypothesis was rejected and that labor type i 
accounts for a larger proportion of tho work force of sector J in cities 
of type 1 than of the work force as p whole in cities of that type, 
A in a cell indicates, that the hypothesis was^rejected and that labor 
type 1 accounts for a smaller proportion of the work force of sector J 
in cities of type 1 than of the work force as a whole in cities of that 
type. ^ The many blank cells indicate that the hypothesis, that the 
proportions of i in sector j and in the city's work force as a whole , 
were equal in cities of type 1 could^iot be rejected. 



Table A.l 

DESCRIPTION OF LABOR TYPE ACftOSS CITIES AND SECTORS 
YOUNG | BLACK i NO HIGH SCHOOL DIPLOMA 



4 



N - 69 



/ 



Cl tV Typ e 

/ i 



\ Sector 

Business services 

Censure services 

Construction 

Durable manufacturing 

Finance* Insurance, and 
real estate 

Health services 

Nondurable manufacturing 

Sales 



High ' Low NE/* SB/* Whole 

Large Small Unemployment Unemployment NC SE Sample 



I 



NOTE: N - 69 (sample slse). 

•Regions of U.S. : NE - Northeast; NC - North Central; SB - Southeast; W - Vest. 
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nhu a, a 

Disciimon or labor tui across cities and sectors i 

YOUNO. BLACK, HICH SCHOOL DIPLOMA 
H - 168 ' 4 



City Typa 



A- 



Sector 

Bualnaaa ■■rvlcn 

Uliun aarvlcea 

Conitructlon 

Durabla manufacturing 

Flnanca, lnauranca, and 
rati •■tit* 

Haalth aarvlcea 

Nondurable aanufacturlng 

Sain 



High Low W/ § SB/ - Whole 

Larga Small Unaaploymjnt Unemployment NC 8E Sampla 



v. 



NOTE: N - 168 (aampla alia). 

■Raglona of U.S»: NE-- Notfcfceeet; NC - North Centrelj SB r Southeeet; V -Wait. 



TabttSU3 

DESCRIPTION OF LABOR TYPE ACROSS CITIES AND SECTORS; 
TOUNC, BLACK, COLLEGE GRADUATE * 

N - 65 



City Type 



Sactor 



High Low NE/* SB/* Whole 

Large Small Unemployment Unemployment NC 8E Sampla 

Bualnaaa aarvlcea 

Lelaure aarvlcee 

Conitructlon - - " 

Durabla manufacturing - 

Finance, lnaurance< and , 

real eatate - * 

Health aarvlcea i - 

Nondurable manufacturing 

8a la a t 

ROTE: N - 65 (aaapla else). 

a Reglone of U.S.: NE - Northeaat; NC - North Cantral; SB - Southaaat ; V ■ Wait, 
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Table A.4 

/ 

DMCIirTION OF UBOR ttfR ACRpM CWW AW) IRCTORS: 
OLD, BLACR» NO HIGH SCHOOL DIPLOKA 

H • 712 



City Type 



Sector 



High Low 
Larga 8m 11 Unemployment Uneaployment 



NO 



58 



Whole 
8««plf 



Bualnaee aarvlcaa 
Lalaura aervicai 

Construction 

(Durable manufacturing 

.Finance, Ineurence, and 
raal aetata 

Haalth aarvlcaa 

Nondurabla aanufacturing 

Salaa 



+ 



+ + + 



NOTE i N - 712 (aampla alia). 

*Raglona of U.S. i NB - Northaaat; NC - North Cantralj SB - Southaaat; W - Waat. 



f 



Table A. 3 



DESCRIPTION' OP LABOR TYPE ACROSS CITIES AND SECTORS: 
OLD, BLACK, HIGH SCHOOL DIPLOMA 

\ *. N - 398 



City Typa 



Sactor 

Buainaaa aarvlcaa 

t ■ 

Lalaura aarvlcaa 

Conat ruction 

Durable manufacturing 

finance, insurance, and 
raal aatata 

Health aarvlcaa 

Nondurable manufacturing 

Salea 



f#gh Low NE/* SE/* Whole 

Large Small Unemployment Unemployment NC SE 8empla 



NOTE: N - 398 (eample else). 
*Reglona of U.S.: NE - Northaaat; 



I- North Central; SE - Southaaat; V - Heat* 
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Taala A16 

DiscmmoN or uw* nn across cms* and srctorsi 

OLD, BLACK, COLLRCI GRADUATE 
N • US 



City Typa 



High IP- ••/* Vhola 

Bactor Urga lull Vnaapl oyMnt Unaaployant HC SE Sa»pla 

Bualnaat aarvlcaa " 

LaUura aarvlcaa ♦ ♦ \ * ♦ + ♦ 

Construction 

Durabla manufacturing ■ 



flaanca, Inauranca, and 
raal aatata _ * 

Haalth aarvlcaa 

Nondurable •anufacturlog 

Salaa ~~ 



•tlSionU of^sit^HB'i'liorthMtti NC - Nprth Cantralj SR - Southaaatj W - Waat. 



Tabla A. 7 

DESCRIPTION OF LABOR TTFE ACROSS CITIES AND SECTORS 1 
TOUNC, WHITE. NO HICH SCHOOL DIPLOMA 
N - 605 



Sactor 



City T£pa 



High Low NK/ 1 SB/* Vhola 

Urga Small Unanployaant Unaaployanc MC 8E Saapla 



Bualnaaa aarvlcaa 
la 1 aura aarvlcaa 

Construction 

Durabla Manufacturing 

yinanca, Inauranca, and 
raal aatata 

Haalth aarvlcaa 

Mondurabla Manufacturing 

Salaa 



+ 
+ 



Won!! of^sS^^SSh.a.tJ NC - North Cantr.l, SS - Southaa.t, W - W..t. 
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Y«ll« Ail 

r 

DM Clim OH Of liMI Ttrt ACIOIt GITIM AND MCTOlll 
Y0UHQ f WHIT1, UIGU ICNOOL DIPLOMA 

' It * im» 

V- - ■ — — y— ™~ 

Cltjr Typo 



Nigh Low «/• tftvola 

$i«tor Largo Small Unomploymaat Uoomploymont NC M Sampla 



ImiImii aorvteaa 
Utiurt farvtcaa 

Construction 

DurtbU manufacturing 

Finaoca, loauranca, and 
rati aatata 

Haalth aarvlcoo 

Nondurabla manufacturing 



NOTNl M * 1365 (aampla alao). i » 

Haglona of U.S.i HI - Horthaaaes NC - North federal; 81 - Southoaat* W • Wait. 



♦ ♦ ♦ 



labia A. 9 

DESCRIPTION OP LABOR TTPE ACI088 CITIU AND 8BCT0B8t 
YOUBC, BLA6t, OOLUGE GtAJHJATE 

N - 1209 









City Typo 








Sac tor 


Largo 


Small 


High Low 
Unemployment Unemployment 


NB/« 

- NC 


St/* 
SE 


Vholo 
Sampla 


Bualneaa oorvlcaa 


♦ 






+ 


♦ 


♦ 


Lattura aarvtcof 








♦ 






Construction > 














Durabla manufacturing 














plnanca, inauranca, and 
raal aatata 














Baolth aarrlcaa 


♦ 








♦ 




Nondurabla manufacturing 














Salaa 















NOTE: N • 1209 (aampla also). 

Hagiooe of U.S.J KB • Northeast; NC • North Cantral; SE • Southoaat; V • Neat* 
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Till* AilO 

puiesirrio* of u*x nr* acioss citim m mctomi 

Oy» f Mlim, MO WCII SCHOOL DJ4HOOA 
M • fill 



cat w 



Nigh Uv W/* H/ # *H«1» 

Ur$t Nil yoooplorMnt u*#opU)joooi *C si SoopU 



ftuilft«M oorvl««l 

Utouro oorvlcoo 

Cone true lion ♦ 

' Durofclo o*mjf*cturlng ♦ 

rinnn«o% ln§ar«nc#, on4 
rool oototo 

ftMlth aorvlco* 

NooJUTtfclo nOOUfOCtuftAg ♦ 

soioo ♦ 



HOTli N - 33^3 (oovplo t 4i u „ 

**«glo«« of U.S.i W - Itorthoou, *C - *>rth Control! tt„- Southoom V • Wnot, 



Toblo A>U 

Disctirrioif of usot tm aooss emu and sictoisi 

OLD, WtTC, H1CH SCHOOL DIPLOHA 
II - 3470 



City Typo 



High U* It/* «/* 

Igctor Urgo Sooll tfnooployo nt Unooplor— ot ^WC « Sooplo 



Bualnooo oonrleoo 

tnlouro oorvlcoo 

Conn trvct Ion 

Durnbln aoouf Acturlog 

f lnnoco, lnouroncn, and 
root nnutn 

Hoolth oorvlcoo 

Ioo4urnblo onnuf o during 

SoUo 



\ 



♦ 



HOTI i 'I " 3470 (tuple nltn)* 

*toglooo of U.sif MI - Jtotthooot; 90 - Sorth Control; SI - Southooot; V - Woot. 
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OLD, WHIT*. COtLlGIt GJUWUT* 
M * 1470 

City ty|»# 



(Ml* II/* tteW 



Wt>n4ur«bU Mftufieturlft* 



m>T«i H - 5470 (##»pU «u«)< 
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